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Money Market in August 


For the third time within a year the financial markets 
in this country have been greatly influenced during the 
past month by fears of war in Europe. The security 
markets have been subject to erratic fluctuations, weak- 
ening on adverse interpretations of news from Europe, 
and recovering when prospects of a peaceful solution of 
European problems appeared more favorable. In general, 
however, although security prices showed net declines 
they have shown noteworthy resistance to the disturbing 
effects of European developments. In the case of corpo- 
ration securities, this appears to have been due to favor- 
able reports on domestic business during recent months, 
and the higher level of business profits compared with 
a year ago, and, in the case of Government securities, 
to the tendency of the great majority of investing insti- 
tutions, with a large supply of funds available for 
investment, to retain their holdings, or even, in some 
instances, to add to them on price recessions. 

Banking statistics reflected the effects of a renewed 
flight of funds to this country, induced by fears of war. 
Weekly increases in the United States gold stock, which, 
in the four weeks ended August 9 had averaged less than 
$25,000,000, incréased to $65,000,000 in the second week 
of August, and to $166,000,000 in the third week, chiefly 
as a result of rapidly increasing demands for dollar 
exchange in the London market, and accompanying heavy 
shipments of gold from England to the United States. 
Gold imports were supplemented by releases and sales to 
the United States Treasury of gold that had previously 
been placed under earmark here for foreign accounts. In 
the three preceding months, a large part of the incoming 
gold had been added to earmarked holdings here, but after 
reaching a maximum of $1,300,000,000 on August 1, the 
total was reduced to $1,135,000,000 at the end of the 
month. Although the heavy shipments did not begin to 
arrive here until around the 10th of the month, the in- 
crease in the United States gold stock in August was in 
the neighborhood of $405,000,000, the largest monthly 
increase since last April, following the European crisis 
of last spring. 

Contrary to the experience during the crises of Sep- 
tember, 1938, and of last March and April, however, there 
has been no heavy demand during the past month for 
United States currency for shipment to Europe or to be 
placed in safe deposit boxes here for foreign accounts. 

The drop in sterling exchange, which followed 
the decision of the British authorities to suspend support 
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of that currency on August 25, eliminated the necessity 
of making further heavy gold shipments to the United 
States to maintain the dollar value of the pound sterling. 
At that time, however, most of the available facilities 
for shipping gold to the United States had been engaged 
for some time ahead, and gold continued to arrive at 
New York in large volume through the remaining days of 
August, and further shipments were scheduled to arrive 
during the first week of September. Some additional 
shipments were reported subsequently, to the extent that 
shipping facilities were still available, but the gold then 
shipped apparently represented dehoarded private hold- 
ings sold in the London market, rather than gold supplied 
from official account. 

Partly as a result of transactions related to the gold 
movement, and partly as a result of Government disburse- 
ments, there has been an accelerated increase in member 
bank reserves during the past month, and the excess of 
reserves over requirements rose to successive new high 
levels, amounting on August 23 to about $2,700,000,000 
in New York City, and $4,740,000,000 for the country as 
a whole. In the final week of the month payments for 
incoming gold increased excess reserves of the New York 
City member banks still further to above $2,800,000,000. 

Demand deposits in weekly reporting member banks 
also rose to new high levels during the past month, espe- 
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cially in New York City, partly as a result of the inflow of 
funds from abroad, partly because of increases in the 
loans and investments of the banks, and partly as a result 
of the excess of Government expenditures over receipts. 
On August 23, ‘‘adjusted’’ demand deposits in New York 
City (that is, deposits adjusted to exclude interbank de- 
posits and to eliminate duplications of deposits caused 
by items in process of collection) showed an increase of 
$147,000,000 over the volume four weeks previous, and 
were over $1,300,000,000, or about 20 per cent, higher 
than in the first week of January. A substantial part of 
this increase apparently has reflected the accumulation 
of balances in New York by foreigners. In addition, 
deposits due to foreign banks have increased in recent 
weeks, and on August 23 were close to the previous high 
point which was reached last April. In other principal 
cities the increase in demand deposits has been less rapid, 
but nevertheless has been substantial. 

There has also been a further increase to new high 
levels in the volume of deposits held by member banks in 
New York City and in other leading cities for other mem- 
ber and nonmember banks. In the four weeks ended 
August 23 deposits held by New York City banks for 
other domestic banks increased $213,000,000. This in- 
crease in interbank balances evidently was related to the 
further expansion in the volume of idle funds which banks 
throughout the country have at their disposal. 


Money Rates 


Changes in money rates in August were related chiefly 
to the effects on the security markets of the European 
crisis. Yields on United States Government and other 
high grade securities rose somewhat, accompanying net. 
declines in the prices of such securities. Other open mar- 
ket rates remained unchanged. 

Money Rates in New York 
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MEMBER BANK CREDIT 


Commercial and industrial loans of New York City 
member banks increased rather substantially during the 
past month, and on August 23 reached a higher level than 
at any time during the autumn season of 1938. Included 
in the loans made during the past month were some work- 
ing capital loans as well as short term seasonal loans. In 
reporting member banks in other principal cities, how- 
ever, there was a moderate decline in commercial and 
industrial loans during the four weeks ended August 23, 
which approximately canceled the July increase. 

The principal increase in member bank earning assets 
during the four week period was in investments. Total 
investments increased $129,000,000 in the reporting New 
York City banks, and $92,000,000 in reporting banks in 


other principal cities. The largest increases were in hold- 
ings of Government guaranteed securities and in State 
and municipal obligations; holdings of direct Govern- 
ment obligations increased slightly in New York, and 
showed a small decline in other principal cities. The in- 
crease in New York City, however, was almost entirely 
in holdings of Treasury bills, while holdings of Treasury 
bonds showed some net decline, whereas reports for other 
principal cities showed just the reverse tendencies, Treas- 
ury bill holdings showing some decline, while Treasury 
bond holdings increased slightly. 


GovERNMENT SECURITIES 

Prices of United States Government securities declined 
irregularly during the greater part of August, accom- 
panying declines in corporation security prices and re- 
flecting, as in the case of the corporate securities, appre- 
hension that the acute European political situation would 
culminate in the outbreak of war on a large scale. With 
respect to long term Treasury bonds, the average price 
of issues not due or callable within 12 years eased about 
3% of a point during the first half of the month, declined 
144 points in the succeeding period through the 23rd, 
and then dropped 114 points on August 24. At these 
levels average prices were some 344 points below the 
high levels of the latter part of July, which were close to 
the record highs of early June. In the subsequent part of 
the month a net recovery of about 5% of a point in long 
term Treasury bond prices occurred, despite rather wide 
swings of prices in the thin markets which then existed 
because of the rapid changes occurring in the tenor of 
news reports on the European situation. During August, 
the average yield on Treasury bonds of more than 12 year 
term increased from 2.13 per cent to about 2.27 per cent, 
and the average yield on 3 to 5 year Treasury notes rose 
from 0.42 per cent to about 0.59 per cent. 

The average rates at which the weekly issues of 
Treasury bills were sold also advanced somewhat further 
during August. The issue dated August 2 was awarded at 
an average rate of 0.022 per cent, the next two weeks’ 
issues at 0.032 per cent, the issue of August 23 at 0.042 
per cent, and the issue of August 30 at 0.076 per cent. The 
total of approximately $500,000,000 of bills, comprising 
five issues for 91 days of $100,000,000 each, replaced 
similar weekly maturities. 


CoMMERCIAL PAPER AND BILLs 


During the month of August the range of rates for 
average grade prime 4 to 6 month commercial paper 
remained at 144-5% per cent, and an increasing portion of 
the transactions was at the lower rate. The inquiry for 
credit accommodation through the open market remained 
small, however, and consequently the insistent investment 
demand for paper again went largely unfilled. A total 
of $194,200,000 of paper was outstanding through report- 
ing commercial paper houses at the end of July. This 
aggregate was 8 per cent larger than that of a month 
previous, but was 8 per cent below the figure of July, 1938. 

The limited supply of acceptances that dealers were 
able to acquire for resale again limited trading in the 
bill market in August to small amounts. No change 
occurred in dealers’ quoted offering rates. The total of 
bankers acceptances outstanding at the end of July was 
$9,000,000 smaller than at the end of June, owing to 
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reductions in bills drawn for import and export trans- 
actions. In comparison with July a year ago there was a 
$29,000,000 reduction, $22,000,000 of which represented 
a shrinkage in export bills. 
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Security Markets 


Movements of security prices during most of August 
were influenced to a large degree by the tenor of news 
concerning the European political situation. 

Stock prices, after showing a moderate advance in July, 
eased slightly during the first half of August, and in the 
succeeding period through the 24th declined about 9 per 
cent. The lows reached at that time, however, generally 
were slightly above the levels prevailing immediately 
before the July advance began, and remained about 7 
per cent above the low points reached in April, when 
tension over the European situation was also at a high 
pitch. In the last week of August, stock price movements, 
although extremely irregular, resulted in a net recovery 
of part of the losses of the previous part of the month. 
The volume of trading on the New York Stock Exchange 
remained low throughout August ; on only one day during 
the period of acute crisis abroad did turnover exceed one 
million shares, and on that day, August 24, the number 
of shares sold was only 1,290,000. 

Like stock prices, domestic corporation bond prices 
showed declines in August which accelerated as the 
political crisis abroad became more critical. Highest 
grade corporation bonds lost about 2 points in August, 
reaching levels about 24% points below their mid-July 
highs, and medium grade issues fell about 3 points from 
their early August highs. As the month closed, corpora- 
tion bond prices steadied, accompanying the partial 
recovery in stock prices. As was to be expected from 
developments abroad, foreign bonds were distinctly weak 
during August; the New York Times index of foreign 
bonds near the end of the month was 51% points below 
the July 31 level. 


New Financing 


A considerable volume of new securities was brought 
out in the first half of August, but, partly as a result of 
unsettled conditions in the security markets subsequently, 
no large corporate security issues reached the public 
offering stage and none was reported to have been ar- 
ranged for private sale after August 18, although a few 
moderate sized issues were placed. Pending clarification 
of the European situation, the underwriters of the 
$45,000,000 Northern Indiana Public Service Company 
refunding first mortgage 334’s, registered August 4, an- 
nounced on August 23 a postponement of the offering. 
Registrations with the S.E.C. during August seem to 


point to a continuance of a somewhat restricted volume 
of financing in the first part of September. 

Notwithstanding the sharp diminution in activity after 
the 18th, corporate security issues for August as a whole 
reached substantial totals, both from the standpoint of 
number and amount. The total of approximately 
$310,000,000, comprising chiefly refunding bond and 
debenture issues, was larger than for any month since 
December, 1938. The amount of funds raised for new 
capital purposes, however, was only a little more than 
one-third of the July volume, and stock issues, following 
some increase in July, returned to about the June level. 

The principal issues in August were: 
$123,500,000 Pennsylvania Power and Light Company refunding 

securities; $95,000,000 first mortgage 3%’s of 

1969 priced at 10544, and $28,500,000 debenture 

4%’s of 1974 priced at 104 
Central Power and Light Company refunding seeur- 

ities; $25,000,000 first mortgage 3%’s of 1969 

priced at 101, and $7,000,000 of serial debenture 

1% to 3’s of 1940-46 priced to yield 1.25 to 3.15 

per cent 
Commercial Credit Company (Baltimore) 2% per 

cent refunding notes of 1949 sold at par to four 
life insurance companies 
Union Oil Company of California debenture 3’s of 

1959 priced at 103—$20,100,000 refunding 
Province of Quebec, principally new capital pur- 

poses; $20,000,000 serial 3’s of 1940-59 priced to 

yield 0.75 to 3.30 per cent, and $10,000,000 344’s 

of 1953 priced at par 
Bell Telephone Company of Canada first mortgage 

refunding 3%4’s of 1964 sold at 102 to four 

United States and eight Canadian institutions 
Oklahoma Natural Gas Company refunding securi- 

ties; $17,000,000 first mortgage 3%’s of 1955 

priced at 10314, and $6,032,000 (58,000 shares) 

ag convertible prior preferred stock priced at 

Municipal bond awards in August totaled about 
$75,000,000, as against $84,000,000 in July. This total 
comprised a considerable number of issues, the largest of 
which was $15,000,000 of City of Nashville, Tennessee, 
2%, and 314 per cent electric power revenue bonds, 
maturing from 1942 to 1959, and offered to investors at 
prices to yield 0.85 to 2.50 per cent. 

Short term financing operations by political subdivi- 
sions totaled about $160,000,000 during August. This 
total ineluded principally $100,000,000 State of New 
York 0.15 per cent notes, maturing March, 1940, and 
$35,000,000 City of New York revenue bills, maturing 
in October, 1939. 

A feature of the new issues market in August was the 
$47,000,000 of Canadian issues floated. So far this year, 
Canadian Dominion, Provincial, and corporate security 
flotations in the United States have reached $148,000,000, 
which is more than three times the amount for the entire 
year of 1938. 


Foreign Exchanges 


The intensification of European war fears led during 
August to a heavy flight of funds from London, which 
culminated in a withdrawal of British official support 
from the exchange market and in a considerable de- 
preciation of sterling exchange. The demand for dollars 
in London grew steadily during the early part of August 
and as the month progressed the British authorities, 
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according to market indications, were required to offer 
very extensive support in order to maintain the pegged 
quotation of slightly above $4.68, at which the pound- 
dollar rate had been maintained since March, 1939. 
Official operations in the forward market apparently 
served to prevent a sharp widening of forward discounts 
until August 24; on that day the discount on three month 
sterling contracts widened to an equivalent of 54 per 
cent and more in the New York market, following the 
raising of the Bank of England’s discount rate from 2 to 
4 per cent. Contracts for nearby delivery showed even 
wider discounts on a per cent per annum basis. On 
August 25, the British authorities withdrew from both 
the exchange and bullion markets, and the pound-dollar 
rate, after opening in London at $4.60, declined sharply 
to reach a six year low of $4.12 on August 28. By the end 
of the month the pound-dollar rate had recovered to $4.40. 
Forward exchange dealings in sterling were extremely 
limited after August 24. 

In the London bullion market, a persistent hoarding 
and speculative demand for gold was in evidence through 
August 21, and the price of gold rose to a dollar equiva- 
lent of $34.7934, or well above the theoretical shipping 
point to this country. Subsequently, however, this de- 
mand for gold ceased abruptly, and offerings by private 
holders became substantial, the dollar equivalent reced- 
ing to $34.73% on August 24 despite reported purchases 
by special quarters. Following the withdrawal of official 
intervention on August 25, the gold price in London 
was established wholly on the basis of private bids 
and offers, and because of the difficulty of arranging 
immediate shipments of gold to New York, the London 
gold price ceased to bear its customary close relation- 
ship to the United States Treasury buying price of 
$35 an ounce, less 44 per cent. Gold was fixed at 161 
shillings on August 28, which, though an all-time high, 
was equivalent to only $33.81 at the then prevailing 
pound-dollar rate of $4.20. Private dishoarding of gold 
was reported to have continued, and the offerings were 
absorbed by banks and dealers willing, in view of the 
substantial price inducement, to assume the risks involved 
in holding the gold until arrangements could be made for 
shipment to New York. These purchases of gold against 
sales of dollars contributed to the supply of dollar ex- 
change available in the London market following the 
withdrawal of official support, and the supply from this 
source was supplemented by profit-taking sales of dol- 
lars, which increased towards the end of the month as the 
likelihood of immediate war seemed to diminish. The 
British authorities entered the gold market as a buyer 
toward the end of the month; the London gold price was 
fixed at 1581 shillings on August 30, equivalent to about 
$34.71 at the then prevailing pound-dollar rate of $4.38, 
or close to the usual shipping point to New York. 

Among the major Continental European exchanges, 
the French franc was the only one whose movements in 
this market were about parallel to those of sterling. 
French exchange declined from its previous level of 
$0.0265 to as low as $0.024114 on August 28, but closed 
the month at $0.02513%. In London, the franc, after 
being held around 176.72 to the pound since last April, 
appreciated to only about 175.15 following sterling’s 
depreciation. Netherlands exchange, which recovered 
somewhat early in the month following the formation of 


a new coalition cabinet, and was further strengthened 
by purchases of guilders by those European banks whose 
Amsterdam funds and forward contracts had become 
partly immobilized through the suspension of the Amster- 
dam banking firm of Mendelssohn and Company, held 
relatively steady against the dollar despite the decline 
in sterling; at the close of August spot guilders, at 
$0.5346, were little changed from the levels prevailing 
prior to the pound’s decline but were 24 points above a 
month ago. Similarly, quotations for belgas and Swiss 
frances in New York showed little net change for the 
month as a whole. Owing to the unsettlement and inter- 
ruption of dealings in many currencies in the last week 
of August, the degree to which the decline of the pound 
has been accompanied by downward movements in some 
of those currencies, which in the past have been pegged 
to sterling, is not fully known. In the Scandinavian 
group, the pegged sterling quotations for the Swedish 
crown and the Finnish mark have been discontinued, 
and these exchanges depreciated only slightly in terms 
of the dollar. The Norwegian crown, while showing a 
slightly larger decline against the dollar, nevertheless 
appreciated also in terms of the pound sterling. The 
Danish crown, on the other hand, appears, on the basis 
of nominal quotations, to have depreciated along with 
sterling. 

Among non-European currencies, the pegged sterling 
quotations for the Australian, New Zealand, and South 
African pound, the Indian rupee, the Argentine peso, and 
the Japanese yen appear to have been maintained, with 
the result that these exchanges have declined in this 
market in keeping with the British pound. 

Canadian dollars, which had been within 1 per cent of 
parity with the United States dollar since the end of 
1938, and at parity since the latter part of July, declined 
to a discount of about 2 per cent, following the decline 
in the pound-dollar rate. 


Gold Movement 


During the latter part of August the intensification of 
war fears resulted in an accelerated flow of gold to the 
United States. Gold imports of all classes at New York 
totaled $224,500,000 during August, of which $154,900,000 
was received from England, $33,500,000 from Canada, 
$22,600,000 from Holland, $8,000,000 from India, 
$3,400,000 from Mexico, and $2,100,000 from Colombia. 
On the West Coast, $11,000,000 was received from Japan, 
$5,200,000 from Australia, and $1,300,000 from China. 

The amount of gold held under earmark for foreign 
account decreased about $160,000,000 during August, 
and on August 31 foreign holdings of earmarked gold 
here amounted to about $1,135,000,000. 

The gold stock of the United States increased about 
$405,000,000 during August, the largest increase since 
April of this year, when the rise amounted to$532,000,000. 
At the end of August the gold stock reached a new high 
figure of approximately $16,640,000,000. 


Central Bank Rate Changes 


Following a large outflow of capital and gold from 
England, the Bank of England on August 24 raised its 
discount rate from 2 to 4 per cent, the first change since 
June 30, 1932. 
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The discount rate of the Netherlands Bank was in- 
creased 1 per cent to 3 per cent on August 29, the 2 per 
cent rate having been in effect since December 3, 1936. 


Business Profits 


Reflecting a considerably higher level of production 
and trade in the second quarter of this year than in the 
corresponding period of 1938, net profits of 364 indus- 
trial and mercantile companies that report on a quarterly 
basis were 78 per cent above the low level of a year ago. 
The profits of the second quarter were, however, 45 per 
cent less than in 1937 and 32 per cent less than in 1936. 
Between the first and second quarters of this year, profits 
of industrial companies, other than automobile concerns, 
appear to have shown some improvement, while profits 
of the automobile companies declined; industrial pro- 
duction as a whole averaged slightly lower in the second 
quarter than in the first quarter. 

The largest year-to-year percentage increases in second 
quarter profits were reported by the building supply, 
automobile, miscellaneous metal products, copper mining, 
and paper and paper products groups of companies. 
In addition, the automobile parts and accessories, rail- 
road equipment, and steel groups, which reported deficits 
in 1938, had some net profits in 1939, and coal mining 
concerns as a group reduced the amount of the deficit 
between 1938 and 1939. Other groups of companies 
shown in the table generally showed increases in profits 
over a year ago, but their percentage gains were less 
than the average for all reporting companies. The 
principal exception was in the case of the petroleum 
companies which reported a reduction in profits of more 
than one third. The proportion of all reporting com- 
panies showing deficits was reduced to 15 per cent of 
the total in 1939 from 36 per cent of the total in 1938. 
It is probable, however, that among the smaller companies 
that do not publish interim reports, the percentage 
having deficits was much higher. 

The accompanying diagram indicates the relatively 
wider fluctuations in profits of companies producing 
durable goods than in profits of companies in the non- 
durable goods lines, paralleling the fluctuations in the 
output of these two broad classifications of goods. Profits 
of concerns in the nondurable goods lines in the second 
quarter were about one-third smaller than in the best 
quarter of 1937, while profits of durable goods com- 
panies were somewhat less than one half as large. 

For the first half of 1939, profits of 534 industrial 
concerns, including those companies reporting on a 
quarterly basis and those reporting on a semiannual 
basis, were 75 per cent larger than in 1938. With 
respect to those groups of companies not covered on a 
quarterly basis, the leather and shoe, and textile and 
apparel groups showed moderate net profits as com- 
pared with deficits in 1938, and the retail store, and 
rubber and tire groups showed sizable increases in 
profits over the 1938 figures. Other groups showed 
changes for the half year similar to those for the second 
quarter. 

Class I railroads reported a deficit of $48,000,000 in 
the second quarter as compared with a $74,000,000 
deficit a year ago and with net income of $24,000,000 in 
1937. For the half year the deficit of $92,000,000 was 
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than in 1937. Net income of other public utilities showed 
an increase of 20 per cent over last year in the second 
quarter and an increase of 17 per cent for the half year, 
but in both cases the net income remained slightly less 
than in 1937. 


Employment and Payrolls 


During July there was a slight net decline of a seasonal 
character in employment in nonagricultural pursuits in 
the United States, according to data of the Department 
of Labor. There were about 100,000 fewer workers en- 
gaged in retail trade than in June, but a decline is usual 
in July and the reduction this year was smaller than the 
average for the past ten years. Decreased employment 
was also reported in anthracite coal and metal mines, 
but the declines were substantially offset by increases in 
the number of persons employed by bituminous coal 
mines, railroads, public utilities, and other nonmanu- 
facturing industries. Approximately 1,200,000 more 
workers were employed in nonagricultural occupations 
in July than in the same month last year. 


Factory employment in the United States showed prac- 
tically no change between June and July, whereas there 
has usually been some decline in past years. Factory 
payrolls decreased about 214 per cent, but the recession 
was less marked than in many other years. The greatest 
decline came in the automobile industry where about 
64,500 workers were laid off, owing to shutdowns of 
plants for model changes. Employment in the manu- 
facture of women’s clothing was also reduced consider- 
ably, as in other years. There were offsetting gains in 
working forces in the food, shoe, cotton textile, and men’s 
clothing industries. Compared with July, 1938, factory 
employment was 101% per cent higher, while payrolls 
were approximately 19 per cent greater. 

Although declines ordinarily occur in factory employ- 
ment and payrolls in New York State between June and 
July, there was little net change in either during that 
period this year. The largest gains occurred in the food 
group where seasonal increases more than doubled the 
number employed in the canning and preserving in- 
dustry. Increases in working forces of men’s clothing 
firms were more than offset by decreases in other divisions 
of the apparel field, especially by further seasonal reduc- 
tions in women’s clothing and millinery manufacturing. 
Declines in other industrial groups were attributed 
largely to temporary shutdowns for vacations, inventory 
taking, or repairs. As compared with July, 1938, em- 
ployment has increased 11 per cent and payrolls have 
risen 17 per cent. 


Commodity Prices 


Political tension abroad in the latter part of the month 
overshadowed other influences on wholesale commodity 
markets during August. Wheat and cotton prices were 
particularly sensitive to European news, and strength 
in metal markets was closely associated with armament 
demands. 

Wheat prices registered declines up to 5 cents a bushel 
during the first nine days of August as a result of large 
receipts of the new spring crop and increased estimates 


of total 1939 production, but when it appeared that an- 
other European crisis was approaching, prices rallied 
sharply and more than regained earlier losses. Toward 
the close of the month, apparently reflecting a change in 
the market’s appraisal of the prospects for peace, wheat 
quotations receded to approximately the levels prevailing 
at the end of July. Little net change occurred in cash 
corn prices, as the effect of a reduced official estimate for 
the 1939 crop was counterbalanced by subsequent favor- 
able weather reports and by foreign political news. Live- 
stock prices, however, moved to somewhat higher levels 
than prevailed at the beginning of August. Domestic 
wool prices rose during August to 66 cents a pound, the 
highest since January, 1938, but cotton prices weakened 
upon the announcement of a record breaking carryover 
and later as European developments appeared to imperil 
the cotton export market. The price of raw silk declined 
temporarily following the abrogation of the trade treaty 
with Japan, and again, later in the month, following a 
decline in the Japanese yen, but was little changed for 
the month as a whole. Hide quotations dropped 114 cents 
to 11 cents a pound. 

Metal prices were generally firm during August. Scrap 
steel at Pittsburgh rose 3714 cents to $16.25 a ton, the 
highest since October, 1937. There was a net advance of 
about 44 cent to 10.60 cents a pound in the export price 
of copper, and in the domestic market electrolytic copper 
was also quoted somewhat higher, at 1014 cents a pound. 
The metal was in strong demand and the International 
Copper Cartel raised its production quota. Zine advanced 
15 points further to 4.75 cents a pound, and the price of 
lead at New York rose 10 points to 5.05 cents a pound; 
both commodities were at the highest levels since last 
November. The price of tin, after rising about 1 cent to 
4934 cents a pound, the highest quotation since October, 
1937, receded to 4834 cents in sympathy with sterling 
exchange. 


Production and Trade 


From preliminary evidence it appears that business 
activity on the whole was well maintained during 
August, allowing for the usual seasonal movements. 
Model changeovers reduced automobile assemblies 
sharply, but, while taking place unusually early, the 
decline itself is a recurring seasonal one. Automobile 
manufacturers completed runs on 1939 models during 
August and some plants were reported to be nearing 
volume production of 1940 cars. Steel mills accelerated 
production gradually, reflecting an active and well diver- 
sified demand. The operating rate, which averaged 5414 
per cent of capacity in July and which had reached 
60 per cent at the beginning of August, moved up to 
about 63 per cent at the end of the month. Cotton textile 
mills, despite a diminished inflow of new business, were 
reported to have maintained the high rate of activity 
that characterized July, and electric power production 
expanded to a new high level. On the other hand, a 


fifteen day shutdown of oil wells by six major petroleum 
producing States, in an effort to support crude oil prices, 
resulted in a sharp curtailment of petroleum production 
in the latter half of the month. Bituminous coal pro- 
duction increased somewhat less than seasonally, and little 
change was indicated in total freight car loadings. 
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The general level of production and trade rose some- 
what further during July, after adjustments are made 
for seasonal factors. Output of steel ingots and of pig 
iron expanded instead of declining as in most years, and 
bituminous coal mining recovered to the highest level 
since March, prior to the controversy over the renewal of 
union contracts and attendant mine shutdowns. There 
was a sharp contraction in automobile assemblies as the 
period of model changeovers approached, but retail sales 
of motor cars were reported as only moderately below the 
June level and about 50 per cent ahead of July, 1938. 
Cotton and wool mill activity, as evidenced by data on 
consumption of the fibers, was reduced less than usual in 
July, activity at meat packing plants was well main- 
tained, shoe manufacturing increased, and there was a 
renewed rise in machine tool orders to the highest point 
since April, 1937. Copper output was reduced about 
seasonally, but production of tobacco products declined 
more than usual. 

Less than the usual seasonal decline during July was 
indicated in sales of chain stores other than grocery, but 
about the customary reductions occurred in department 
and chain grocery store sales, and somewhat more than 
the usual decrease was shown in mail order house sales. 
Merchandise and miscellaneous freight car loadings were 
about unchanged from the June rate, while shipments 
of bulk commodities increased more than seasonally. 


Adjusted fer sonsenal vestations tions, for estimated | term trend, 
(Adj where fer pelee 


1938 1939 
July May June July 
Industrial Production 
Machunvdnedeshhetcdceecdeuescann 48 59 71 79 
42 72 75 74p 
41 56 62 57 
54 70 77 838 
66 50 77 84p 
POWER. 
Cotton 91 94 97 105 
91 98 113 117p 
87 92 91 86 
Employment 
mployment, man 84 91 93 
Employee hours, ,U.8.. 65 73 75 70. 
Residential con poo purr 37 45 41 43 
onresiden engineering} 
43 52 49 50 
tion 
Car loadings, merchandise and misc 70 77 77 77 
load 68 66 78 81 
84 91 88 87 
69 77 74 75 
Distribution to 
Department rere 81 84 84p 84p 
Department store sales, 2nd District 78 80p 79p 
Chain 98 118 116 115p 
Other chain store sales..........+6+0++ 94 93 94p | 100p 
Mail ler er 87 105 102p 99p 
New passenger car registrations r....... 50 68 68 72p 
Velocity of 
Veloci iemand deposits, outside New 
York City (1919- a ae = 100). 61 60 59 58 
Velocity of demand deposits, New York! 
“Gis (1919-25 average = 100)........ * 40 32 33r 31 
rice 1913 average = 100)} 155 152 1 153p 
of vig average = 100)..... 149 146 147p 
Wage rates (1926 average = 100)....... 110 111 lllp “es 
P Preliminary. r Revised. * Not adjusted for trend. 


Building 

Construction contracts were awarded in the 37 States 
covered by the F. W. Dodge Corporation survey at the 
same average daily rate during July as in the previous 
month. Moderate decreases in contracts for all the major 
types of building were counterbalanced by increases in 
heavy engineering projects, the latter reflecting espe- 
cially the placing of large contracts in July for highway 
construction in Pennsylvania and for a portion of the 
Chicago subway. Total construction awards showed a 
gain over July, 1938 of 20 per cent; for the first seven 
months of 1939 the advance over the corresponding period 
of 1938 amounted to 30 per cent. All major categories 
have been running ahead of the 1938 figures, residential 
building registering the largest gain—55 per cent—in the 
seven months’ comparison. 

In the New York and Northern New Jersey area the 
daily rate of contract awards increased 12 per cent in 
July over the relatively small June volume, but remained 
below the level of the earlier months of this year. A 
large gain over June occurred in the classification of 
public purpose building, owing in part to the awarding 
in July of a contract for a new high school in New York 
City. A large increase in public utility awards, in com- 
parison with a negligible amount of this type of con- 
struction in June, reflected primarily a contract placed 
for the Queens Midtown Tunnel, also in New York City. 
On the other hand, a moderate reduction from the 
previous month was shown in the volume of awards for 
public works projects. Contracts for commercial and 
industrial, and residential building were also at somewhat 
lower average rates than in June, despite the inclusion in 
the residential category of awards in July for two large 
scale housing projects. Compared with July, 1938, total 
contracts in this area were 20 per cent lower, as the 
result of decreases in several of the major construction 
groups. For the first seven months of this year, however, 
total construction showed some increase over the corre- 
sponding period in 1938, owing to sizable gains in awards 
for residential and public purpose building, especially in 
the early months of the year; other types of construction 
in this area were below the totals of a year ago. 

During the first three weeks of August construction 
contracts in the 37 States were awarded at an average 
daily rate 8 per cent above the July level. There were 
considerable increases of a contraseasonal nature in both 
residential and heavy engineering awards, partly offset 
by a seasonal reduction in nonresidential contracts. Com- 
pared with the first three weeks of August, 1938, all the 
major construction categories contributed in some meas- 
ure to a 36 per cent gain in the aggregate. 


Foreign Trade 


During July merchandise exports from the United 
States were valued at $230,000,000 and imports at 
$169,000,000 ; compared with a year ago, imports showed 
a 20 per cent gain, while exports were only slightly 
larger. The resulting excess of exports of $61,000,000, 
although virtually the same as in June, was below that 
of July, 1938 when there was an export balance of 
$87,000,000. 

Sizable increases over July, 1938 were registered in 
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exports of a number of wholly and partly finished manu- 
factures, slightly more than counterbalancing large de- 
creases in exports of crude foodstuffs and crude materials, 
especially of agricultural origin. Among the wholly and 
partly finished products, exceptionally large gains com- 
pared with a year ago occurred in shipments of iron and 
steel products ; exports of scrap iron and steel alone were 
three times those of July, 1938 in value. There were 
material gains also in such exports as aircraft, metal- 
working machinery, textile manufactures, lumber prod- 
ucts, and motor trucks, although exports of passenger 
automobiles were smaller. The majority of manufactured 
foodstuffs were exported in larger volume than in 
July, 1938. On the other hand, shipments of crude 
foodstuffs, including grain, were valued at only about 
one-fifth the comparatively large amount a year ago, 
although they were approximately equal to the average 
for July in the six preceding years. Exports of crude 
materials showed a 10 per cent decline from a year ago, 
and were somewhat smaller than in the corresponding 
month of any year since 1932. Shipments of raw cotton, 
a leading factor in the latter category, showed a de- 
crease from July, 1938, of 43 per cent in value. Ex- 

ports of coal, however, were substantially larger. 

All of the major types of imports in July showed 
increases over a year ago, and gains among individual 
commodities were rather general. In the category of 
crude materials, increases in receipts of hides and skins, 
wool, and rubber ranged from 60 per cent to 120 per cent; 
moderate decreases, however, occurred in imports of 
tobacco, pulpwood, and silk. Large percentage gains 
occurred also among such semimanufactured imports as 
tin, nickel, and fertilizers. Sugar receipts were 50 per 
cent larger in value than in July, 1938, while imports of 
edible vegetable oils were 50 per cent smaller. There 
were also sizable decreases from a year ago in receipts of 
cocoa, coffee, and liquors. 

The accompanying diagram shows the wide variation in 
annual exports of raw cotton from the United States 
since 1875, and also the proportion of the total crop 
exported in each year. After rising since the World War 
period to a record high in 1926-1927, cotton exports 
subsequently tended to decline, and in the 12 months 
ended July 31, 1939, amounted to only around 314 million 
bales, the smallest volume in sixty years. The ratio of ex- 


ports to production, which consistently averaged about 65 
per cent prior to 1914, dropped to a somewhat lower gen- 
eral level after that time—around 55 per cent—and in re- 
cent years has fallen considerably further, the ratio of 
exports to production for 1938-1939 being less than 30 
per cent, the lowest percentage since the Civil War. The 
decline in recent years in exports of American cotton 
is only partially explained by a decrease in foreign con- 
sumption of cotton. A considerable part of the decrease 
is due to competition from other countries. Brazil, China, 
Egypt, and Russia have increased their production 
materially in the past decade, while, with the exception 
of the bumper crop in 1937, cotton production in the 
United States has been little larger since 1926 than in 
the twenty years preceding 1914. Cotton production in 
the United States represented only about 40 per cent of 
the world’s commercial crop in 1938, compared with 
approximately two-thirds of the total in 1926. 


Department Store Trade 


About the usual seasonal advance during August in 
department store sales in this District is indicated by 
figures for the four weeks ended August 26. For this 
period of August, sales were approximately 4 per cent 
higher than in the corresponding period of 1938. 

July sales of the reporting department stores in this 
District totaled 2 per cent more than last year, a somewhat 
smaller percentage increase than in the previous month. 
However, the daily rate of sales for July showed only 
about the customary seasonal decline from the June aver- 
age. Department stores in all localities reported a larger 
dollar volume of sales this year than last. The apparel 
— recorded a 514 per cent advance in sales over July, 

38. 


Locality 


Department Store Sales and Stocks. Second Federal 
(1923-25 average—100) 


1938 


6 i al 
al 
TELE | 
Per cent of 
Percentage 
July 1830 
compared with collected in 
July, 1938 July 
Stock 
| on hand 
end of 
month | 1938 1939 
New York and Brooklyn................ 0.7 | —3.7 9 
‘ 
+11.1 | —1.1 0 
Northern New York State.............] + 3.7 PeRnes ° 
Southern New York State.............] + 4.8 esven e 
Central New York State...............] + 9.4 ence 
Hudson River Valley District..........] + 3.2 
Westchester and Stamford.............] + 5.6 
All departments + 2.0] —2.4 | 4.1 
42.9 
|_| 1939 
Sales, 62 87 63 
Sales, seasonally adjusted................| 88 90 89 
Stocks, seasonally adjusted..............] 79 7 7 


